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Dear Sir or Madam:

On behalf of the Defense Credit Union Council (DCUC),! thank you for the opportunity to comment on
the joint agency proposed rulemaking issued by the Financial Crimes Enforcement Network (FinCEN),
the Office of the Comptroller of the Currency, the Board of Governors of the Federal Reserve System,
and the Federal Deposit Insurance Corporation, and the National Credit Union Administration (NCUA)
(hereinafter, “the agencies™) to implement certain provisions of the Guiding and Establishing National
Innovation for U.S. Stablecoins Act (GENIUS Act). This rulemaking implements the GENIUS Act's
directives to treat permitted payment stablecoin issuers (PPSIs) as financial institutions under the Bank
Secrecy Act (BSA) and to require issuers to maintain an effective customer identification program
(CIP). DCUC represents credit unions that serve active-duty military, veterans, and their families
worldwide.

DCUC supports the agencies’ proposed framework for establishing CIP requirements applicable to
PPSIs. The GENIUS Act appropriately requires PPSIs to be treated as financial institutions for purposes
of BSA and to maintain effective CIP procedures. Robust and appropriately tailored requirements are
important to protecting the financial system from money laundering, terrorist financing, fraud, and other
illicit financial activity. At the same time, DCUC urges the agencies to ensure that the final rule remains
risk-based, operationally workable, and appropriately tailored to avoid unnecessary duplication for
financial institutions that are already subject to comprehensive federal or state regulatory and BSA and
anti-money laundering (AML) requirements. Below are specific comments for your consideration as
you finalize the rule.
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Proposed Definitions

DCUC supports the agencies’ proposed definitions which are designed to clarify that a PPSI's CIP
obligation extends to direct relationships such as primary market activity. We agree that the term
“customer” in section 4(a)(5) of the GENIUS Act, as it relates to the “customer identification program”
requirement, should generally apply where the “customer” and PPSI have a direct interaction and
relationship.

For the purposes of a PPSI's CIP obligation, the proposed definition of “customer” would exclude,
among other persons, “a financial institution regulated by a Federal functional regulator or a bank
regulated by a State bank regulator.” Although the proposed language may be read to encompass
federally insured credit unions, DCUC recommends that the agencies expressly clarify that this exclusion
includes federally chartered credit unions regulated by the NCUA and state-chartered credit unions
regulated by state supervisory authorities. Credit unions are subject to comprehensive BSA/AML, CIP,
and customer due diligence requirements under the federal regulatory framework applicable to them.
Requiring a PPSI to perform duplicative customer identification procedures on a regulated credit union
would provide limited additional risk mitigation while increasing compliance burdens. Credit unions
should receive the same regulatory treatment as banks, as they are both subject to ongoing supervision
and compliance requirements. We support this express clarification in the regulation to avoid any
misinterpretation or ambiguity.

Proposed Minimum Standards for a CIP

Proposed § 1033.220(a) would establish minimum standards for a PPSI’s CIP and would require a PPSI
to establish and maintain a written CIP appropriate for the PPSI's size and business. DCUC supports this
approach. A PPSI's CIP should be appropriately tailored to the size, complexity, products, services,
customer base, and risk profile of the PPSI rather than subject to a one-size-fits-all framework.

As with CIP requirements applicable to financial institutions, a PPSI’s CIP would form part of its broader
AML/CFT program. DCUC supports enterprise-wide compliance frameworks that permit related entities
to operate under coordinated or unified compliance programs where appropriate. DCUC encourages the
agencies to confirm in the final rule that a PPSI may satisfy its CIP obligations through an appropriately
structured enterprise-wide CIP. This policy direction would reduce compliance burden and unnecessary
duplication and promote consistent standards across affiliated entities without diminishing the
effectiveness of the CIP.

Proposed Identity Verification Procedures

Proposed § 1033.220(a)(2) would require a PPSI’s CIP to include risk-based procedures for verifying the
identity of each customer to the extent reasonable and practicable. DCUC strongly supports this risk-
based framework.

The appropriate method and level of identity verification may vary depending on the nature of the
customer relationship, the products or services involved, the information available to the PPSI, and the
risk associated with the relationship. A risk-based approach appropriately permits PPSIs to calibrate their
procedures based on those circumstances.



DCUC encourages the agencies to preserve this flexibility in the final rule and avoid establishing overly
prescriptive verification requirements that could become outdated as technology, fraud risks, and
identity-verification practices evolve.

Proposed Customer Verification

Proposed § 1033.220(a)(2)(ii) would require a PPSI’s CIP to contain procedures for verifying the identity
of a customer using the information the PPSI has collected. The proposed rule would require that the CIP
contain procedures for verifying the identity of each new customer within a reasonable period of time
after the customer's account is opened. The procedures must describe when the PPSI will use documents,
non-documentary methods, or a combination of both methods.

DCUC supports the agencies’ flexible approach to customer verification. In particular, DCUC supports
allowing PPSIs to determine, based on risk, when documentary methods, non-documentary methods, or a
combination of methods are appropriate. This flexibility will enable individual PPSIs to assess the
trustworthiness of various tools and take into consideration variation in tools and differences in risk. This
approach also recognizes that no single verification methodology will be appropriate for every customer
or circumstance.

DCUC also recommends that the agencies retain the proposed “reasonable period of time” standard
rather than establishing a set numerical deadline for completing identity verification. The appropriate
period may vary depending on the verification method used, the information available, and other relevant
circumstances. A flexible standard is therefore more consistent with the risk-based framework of the
proposed rule.

DCUC appreciates the agencies’ efforts to establish a strong and appropriately tailored CIP framework
for PPSIs and looks forward to continued engagement as the regulatory framework develops further. We
remain available as a resource on issues affecting credit unions and the members and communities they
serve. Please contact me at Jason.Stverak@dcuc.org with any questions about DCUC’s comments.

Sincerely,
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Jason Stverak
Chief Advocacy Officer
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